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CONFIDENTIAL SANTO DOMINGO 5065 

LIMDIS 

E.O. 11652: GDS 

TAGS: EMIN, EFIN. EIND, DR 

SUBJECT: GODR REACHES BAUXITE SETTLEMENT WITH ALCOA 

1. ACCORDING TO ALCOA REPRESENTATIVE, HUGHSON, THE GODR 
AND ALCOA HAVE REACHED A SETTLEMENT COVERING INCOME TAXES, 
DEPLETION ALLOWANCE, ROYALTY, AND SUPPLEMENTARY ROYALTY FOR A 
PERIOD THROUGH SEPTEMBER 30, 1975. THE AGREEMENT ALSO 
CONTAINS A QUOTE MOST FAVORED NATION UNQUOTE CLAUSE WHICH 
STIPULATES THAT SHOULD JAMAICA AND ALCOA (NOTE THE AGREEMENT 
DOES NOT COVER OTHER ALUMINUM COMPANIES) COME TO AN OVERALL 
ARRANGEMENT WHICH WOULD AFFORD JAMAICA MORE INCOME THAN THE 
DOMINICAN REPUBLIC, A SIMILAR AGREEMENT WOULD BE MADE 
BETWEEN ALCOA AND THE DOMINICAN REPUBLIC RETROACTIVE TO 
APRIL 1. 1974. 

2. UNDER THE NEW AGREEMENT, ALCOA'S CORPORATE INCOME TAX 
WILL BE INCREASED FROM 38 PERCENT TO 40 PERCENT, WITH ALCOA'S 
DEPLETION ALLOWANCE ELIMINATED. HERETOFORE, ALCOA COULD 
WRITE OFF 14 PERCENT OF THE VALUE OF BAUXITE MINED FOR QUOTE 
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MINE DEPLETION UNQUOTE EVEN THOUGH THE STATE OWNS ALL MINERALS 
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IN THE DOMINICAN REPUBLIC. ANOTHER CHANGE IN THE INCOME TAX 
FORMULA IS THAT ALCOA'S INCOME WILL BE RECALCULATED EACH MONTH 
INSTEAD OF ONCE A YEAR. 

3. ROYALTY PAYMENTS TO THE GODR WILL BE INCREASED FROM $0.25 
TO $0.55 PER METRIC TON OF BONE DRY BAUXITE. 

4. THE NEW SUPPLEMENTARY ROYALTY BASED ON THE U.S. PRICE OF 
ALUMINUM INGOT WILL BE 5 1/2 PERCENT INSTEAD OF THE QUOTE 
JAMAICAN FORMULA UNQUOTE OF 7 1/2 PERCENT. SINCE IT TAKES 
4.8 TONS OF DOMINICAN BAUXITE COMPARED TO 4.4 TONS OF 
JAMAICAN TO MAKE ONE TON OF ALUMINUM, A 4.8 FACTOR IS PLUGGED 
INTO THE DOMINICAN FORMULA FOR CALCULATING THE SUPPLEMENTARY 
ROYALTY. 

5. THE FORMULA FOR THE SUPPLEMENTARY ROYALTY 
WOULD, THEREFORE, RUN AS FOLLOWS: ASSUMING THE U.S. PRICE 
OF 99.5 PERCENT PURE UNALLOYED ALUMINUM TO BE $0.32 

PER CPOUND OR $640 PER SHORT TON, THIS $640 IS MULTIPLIED 
BY 5.5 PERCENT AND DIVIDED BY THE 4.8 FACTOR TO PRODUCE 
A SUPPLEMENTARY ROYALTY FIGURE OF $7.33 PER SHORT TON. HOWEVER, 
ALCOA'S TAXES AND OTHER ROYALTIES ARE DEDUCTIBLE FROM THE $7.33. 
WITH THE FORMULA AT 4.0 PERCENT, FOR EXAMPLE, INSTEAD OF 
5 1/2 PERCENT, THE FORMULA WOULD HAVE GENERATED NO ADDITIONAL 
REVENUE FOR THE GODR.) 

6. IT IS ESTIMATED THAT ON THE BASIS OF 

ALCOA'S SHIPPING 1.2 MILLION TONS OF BAUXITE ANNUALLY AND THE 
INGOT PRICE OF ALUMINUM'S BEING $0.32 PER POUND, THE GODR 
UNDER THE REVISED AGREEMENT ON INCOME TAXES, ABOLITION OF THE 
DEPLETION ALLOWANCE, AND THE REGULAR ROYALTY, WILL INCREASE ITS 
ANNUAL REVENUE FROM $3.8 MILLION TO $5.8 MILLION. 

7. UNDER THE SAME ASSUMPTION REGARDING PRODUCTION AND PRICE, 

THE NEW SUPPLEMENTARY ROYALTY WITH THE 5 1/2 PERCENT FORMULA 
WILT. PRODUCE AN ADDITIONAL ANNUAL REVENUE OF $1.1 MILLION. 

8. THESE ESTIMATES OF $3.1 MILLION IN ADDITIONAL REVENUES ARE 
QUITE CONSERVATIVE. WITH ALUMINUM GOING UP $0.07 OR $0.08 PER 
POUND, THE GODR WILL REALIZE ANOTHER $2 TO $3 MILLION IN ANNUAL 
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9. SINCE THE TAX STRUCTURES IN THE VARIOUS BAUXITE- 
PRODUCING COUNTRIES OF THE CARIBBEAN AREA ARE NOT THE SAME, 

IT IS DIFFICULT TO MAKE A VERY PRECISE COMPARISON. HUGHSON 
ESTIMAZ 

S, HOWEVER, THAT UNDER THIS NEW AGREEMENT THE DOMINICAN 
REPUBLIC WILL NOT BE REALIZING QUITE AS MUCH REVENUE PER 
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POUND OF ALUMINUM AS JAMAICA IS UNDER THE NEW ARRANGEMENT IT 
HAS MADE WITH KAISER. ON THE OTHER HAND. HUGHSON STATES THAT 
BEFORE THE RECENT ROUNDS OF BAUXITE NEGOTIATIONS, THE GODR 
WAS DOING BETTER THAN JAMAICA, OR ANY OTHER COUNTRY IN THE 
CARIBBEAN. HIGHSON ALSO STATES THAT WITH ALUMINUM AT $0.32 
PER POUND, ALCOA'S RATE OF RETURN ON ITS INVESTMENTS HAS NOT 
REPEAT NOT BEEN VERY LARGE, FLUCTUATING BETWEEN 
7 AND 12 PERCENT. 

10. GODR OFFICIALS AT ONE TIME OR ANOTHER HAD ALSO ASKED ABOUT 
ALCOA'S INSTALLING AN ALUMINUM PROCESSING PLANT WITHIN THE 
COUNTRY. (THERE IS NO PROCESSING OF THE ORE NOW.) 

WITH THE KNOWN ORE RESERVES LASTING NO MORE THAN 20 YEARS, 
HOWEVER, ALCOA HAS RESISTED THIS PROPOSAL. 

AXELROD 


CONFIDENTIAL 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: Z 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: BAUXITE, POLITICAL SETTLEMENT, AGREEMENTS, INCOME TAXES 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 11 DEC 1974 
Decaption Date: 28 MAY 2004 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: CunninFX 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974SANTO05065 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D740360-0475 
From: SANTO DOMINGO 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19741243/aaaabkvh.tel 

Line Count: 130 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION ARA 
Original Classification: CONFIDENTIAL 
Original Handling Restrictions: LIMDIS 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: LIMDIS 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: CunninFX 
Review Comment: n/a 
Review Content Flags: 

Review Date: 09 JUL 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <09 JUL 2002 by boyleja>; APPROVED <26 MAR 2003 by CunninFX> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: GODR REACHES BAUXITE SETTLEMENT WITH ALCOA 
TAGS: EMIN, EFIN, EIND, DR, ALCOA 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



